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The National Association of Cost Account- 
ants does not stand sponsor for views expressed 
by the writers of articles issued as Publications. 
The object of the Official Publications of the 
Association is to place before the members 
ideas which it is hoped may prove interesting 
and suggestive. The articles will cover a wide 
range of subjects and present many different 
viewpoints. It is not intended that they shall 
reflect the particular ideas of any individual 
or group. Constructive comments on any of 
the Publications will be welcome. 
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EDITORIAL DEPARTMENT NOTE 


Promptness and dispatch must ever be an objective 
of industrial accountants. While it is true that abso- 
lutely accurate figures must be compiled for the purpose 
of supplying the historical background, it is. frequently 
far more important to sacrifice in some measure absolute 
accuracy for sufficient practical accuracy in the prompt 
preparation of reports. Having examined the possibili- 
ties of promptness, any accountant will find many helpful 
suggestions in the better organization of the personnel of 
his department. His management crying as never before 
for instantaneous facts involving reports for almost every 
purpose, is it too much to ask that the chief executives be 
supplied, not later than the 5th of the month, with an 
overall picture of all that has happened during the pre- 
vious month? If it is worthwhile to get out a whole sys- 
tem of daily and weekly reports to minor executives so 
that immediate action can be taken on the basis of the 
facts disclosed in those reports, is it not just as essential 
that major executives have prompt facts covering the en- 
tire business picture? 


Our paper this time is prepared by a man who believes 
that the needs and requirements of the management as 
expressed to the accounting department, should always 
be met by the accountant with the thought that “it can 
be done.” He believes also, having agreed it can be 
done, it is the accountant’s job to so organize his work 
that this conviction can be translated into action. In this 
paper he tells us how such a translation can be made. 


Mr. George Rea, the author of this paper, needs no 
introduction to any of our members who have been at 
all regular in their attendance in National Conventions, 
for both Mr. and Mrs. Rea are usually on hand early and 
stay late. Mr. Rea is a native of the State of Ohio 
and was at one time a student at Ohio Wesleyan Uni- 
versity. Prior to 1913 he was engaged first with the 
Bonnot Company of Canton, Ohio, and later with Rogers 
Brown & Co., of Buffalo, N. Y., and the ’‘Sissmer Mag- 
neto Co., Bloomfield, N. J., in various private accountant 
capacities. He resigned the assistant treasurership of the 
latter firm in 1913 to enter the public accounting field and 
since 1919 has been with Touche, Niven & Co. At the 
present time he is Staff Manager in the New York 
office of that organization. He was President of our 
New York Chapter in 1926-1927 and has long been active 
in many phases of the Association affairs. This paper 
was delivered before the Newark Chapter. 
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CLOSING BOOKS OF ACCOUNT ON THE FIFTH 
OF THE MONTH 


URING the war between the states, in 1861 to 1865, the Fed- 
eral government found it necessary to issue paper money with 
which to pay its vastly increased expenses. This paper money was 
issued without regard to the volume of hard money in circulation 
and much, if not all, of it was not accepted by the government in 
payment of import duties and other Federal taxes. In the course 
of time it came to pass that the paper money was accepted only at 
a discount from its face value when passed in commercial transac- 
tions, just as the value of the German mark depreciated after the 
close of the great war in 1919. 

When the southern soldiers laid down their arms in 1865 and 
the country set itself to undo the ravages of war, the people began 
to demand that the Federal government take measures to restore 
the market value of its paper currency to its par value—to bring 
it to a parity with hard money. The expression current at the 
time was that the government should resume specie payment. One 
of the most outspoken advocates of this action declared that the 
way to resume specie payment is to resume. Paraphrasing his 
words, the way to close the books of account on the 5th of the 
month is to close them. 

Of course, the advocates of the early resumption of specie pay- 
ment meant that the Federal government should forthwith marshal 
its resources so that it could retire the paper money or accept it 
for all purposes on a parity with gold. In like manner, when I 
tell you that you can close your books on the 5th of the month, I 
mean that you can do it if you will plan your work in an orderly 
fashion, set yourself to record your transactions promptly and 
otherwise take advantage of your available resources so that the 
last transactions will be in your books immediately after its close. 

What resources are thus available to you? 


Set yourself to the task: 

The first is yourself. You must be of the mind to close the 
books on the 5th of the month. You must not only have the 
desire to close them then, you must not only believe they can be 
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closed, but you must know that your organization can accomplish 
this and you must be determined that it shall do so. 

It is no light task that you are setting for yourself as the head 
of your accounting organization, but it is worth all the effort that 
it calls for. Therefore, being determined that the task shall be 
done, you will set yourself as leader to be in full command of the 
situation, to be in constant touch with every phase of the work 
and to be ready to give help to any assistant whose work may not 
be getting along as fast, as orderly, or as effectively as your pro- 
gram calls for. You will be like the king in the days of chivalry 
who would be found in the midst of the hardest fighting, yet keep- 
ing his eyes on every part of the battleground so that he could 
rush to any place where the foe might begin to press back his 
knights. 

You will have prepared a schedule of the time for closing the 
several subsidiary records, each at such a time that its data will be 
ready for other records which also may have to be closed and 
whose summaries may be needed elsewhere in the preparation of 
the final postings to your ledger. 

Just before the end of the month you will see that all work is 
up to date or is brought up to date. You will further see that the 
work prescribed for each day up to and including the sth of the 
following month is done. During that time, your attention should 
be given, entirely if possible, to closing the books. You will weigh 
carefully but quickly the relative importance of other matters that 
will be pressed upon you, including your correspondence, laying 
aside those that can be handled as well on the 6th of the month as 
on the rst, turning over to others to whom your schedule leaves a 
brief part of each day for work not directly a part of the monthly 
closing those matters which your judgment tells you should have 
prompt action which others can give, and yourself taking up only 
things which must be done and only you can do. 

In this is the test of the competent executive. His brains, when 
engaged in studying and planning, are worth far more to the busi- 
ness than when they are occupied with detail work. Yet how 
much easier it is to do some detail than it is to turn it over to an- 
other with the knowledge that ultimately we shall have to review 
it and see that it has been done properly. Give your assistants 
knotty problems, the occasional out-of-the-routine detail. They 
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like to work just as well as you do. If they do not, then there is 
no place for them in your organization. Do you see what an im- 
portant and valuable resource you are to your business in getting 
out its reports while everybody is yet in the atmosphere of the 
month just closed? 


Fit your organization to the task: 


Your next resource is your organization. 

Of course your accounting staff is large enough to handle all 
the work regularly and promptly through the month, without hav- 
ing it pile up on any one or more of the members of your staff and 
with no night work except at the end of the month. 

Each man is competent. He has a knowledge of the theory of 
accounts so that he understands not only what he is doing but how 
his work fits in with the work of all the other members of your 
staff. 

And these two statements about the adequate size of your staff 
and the competence of each member applies also to those in other 
departments who compile records on which your accounts are 
based, if they are not under your direct control,—be they in the 
sales department, the shipping department, the stock record de- 
partment, the factory or wherever they be. Adequacy, competence 
and balance are essential to proper accounts. 

Then the members of this widespread accounting organization 
must be of the same mind as yours, that is, like you, they must 
want to close the books on the 5th of the month, they must believe 
that the books can be closed, they must know that this can be done, 
and they must be determined that it shall be done. 


Equip your organization mechanically: 

Your organization is adequately equipped with mechanical 
appliances. You make at one writing all the copies of each record 
that may be required in any part of the office or factory. You 
have calculating machines, mechanical billing machines, dupli- 
cators, punch card equipment, typewriting accounting machines, 
tabulating machines, etc. I do not mean that each of you has all 
of these various kinds of equipment, but you do have those that 
are needed in your business to save time and speed the recording 
and accounting for your transactions. 
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Use modern methods of communication: 


You make use of up-to-date means of communication if you 
have offices or branches or factories in more than one city. The 
regular postal service cannot meet the demands of modern busi- 
ness. You will have your reports come in by air-mail, by tele- 
graph, by cable, by radio, and if necessary you will call a delin- 
quent on the long distance phone to get the data needed to com- 
plete the month’s record. A company which mines a large part 
of its raw materials in South America has its mine reports cabled 
to the New York office so that its books are closed as readily as 
though the mine were right here in the metropolitan area. I will 
speak of this use of modern facilities for communication again 
when we are considering the details of closing the books. 


Plan the routine of closing: 


Being of the mind to close your books on the 5th of the month 
and having the facilities to do it, you will proceed to plan your 
routine, possibly somewhat after this manner. 

If you want your report out on the 5th, in order to type it or 
print it on that date you will prepare the draft on the 4th, take off 
your trial balance on the 3rd and make your final compilation and 
postings on the rst and 2nd. This routine gives many, if not 
nearly all of you, some leeway for when the inevitable emergency 
arises your trial balance can be taken off in the morning of the 
4th and your draft report prepared and typed or printed by the 
end of the sth. If you print your report, you will arrange with 
the printer to set up the body of the statement without amounts 
before the 5th so that when he receives your draft he need put in 
the amounts only and set the presses grinding out merrily the re- 
quired number of copies. You will know, of course, during the 
month, if a new item is to appear in the statement and will apprise 
the printer before you give him the amounts. 

The keywork of this plan is, of course, the compilation and post- 
ing of your closing entries on the Ist and 2nd of the month. To 
insure the accomplishment of this keywork requires further plan- 
ning and detail which we will now undertake. 

To post on the Ist and 2nd, you must close your books as of 
the end of the last day of the month. You cannot dress your state- 
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ment by bringing in the transactions of the first ten, or five or two 
days or even the first day of the following month. On the con- 
trary, you may find it necessary to close the books of some of your 
branches as of the 25th to 30th, depending on their distance from 
your office, if you use only the ordinary mail for communication. 
But you can get into your accounts all the transactions of your 
company in all branches right up to the end of the last day of the 
month if your branches will follow the daily routine which we will 
discuss later and send in their reports for the last days of the 
month by wire, cable or telegraph, or by radio. They may have to 
work overtime to do it, but so do you and your organization in the 
home office. Some of you will arrange for your branches to post 
their transactions to summaries daily and telegraph the month’s 
totals to you on the rst. 

On the morning of the first of the month, you will have on your 
desk the final reports of all branches. You will check up on this 
to see that none is missing, particularly any report near the end of 
the month that may have been sent by ordinary mail. If one is 
missing, you or one of your assistants will call the delinquent office 
on the long distance telephone and get the missing details before 
the conversation is ended. ‘ 


Plan to spread your detail work over the month: 


It is not enough to plan the work for these five days only. Prob- 
ably very few of you now come up to the end of the month with 
only the transactions of the last day to be recorded and posted. 
On the contrary you anticipate at that time many weary days and 
nights before you begin to see the end of the month’s work. If 
you would avoid this, you must go back to the first of the month 
to make your plans which are these. All the transactions of each 
day are to be recorded and disposed of finally on the following 
day—that is to say, your sales are to be billed, your sales entered 
in classification summaries, your approved purchase and expense 
bills vouchered, your voucher record classification written up, your 
transfers of materials, supplies and finished goods between stores 
and work-in-process and the shipping room posted to summaries, 
and the totals of the several summaries and classification sheets 
for the month to date brought down and proven. 

In order that this may be done you must require those who make 
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the original records of shipments, movement of goods in and out 
of stores, labor records, etc., to complete those records on the day 
of the transaction and have them in the accounting office at the be- 
ginning of the following day. These details must be apportioned 
fairly to the several members of your accounting organization so 
that each will be expected to do a reasonable share of the work. 
There should be a constant flow of those details on which more 
than one accounting operation is done, from the first operator to 
the others, not holding the work on one desk until all is completed 
but sending on the completed portion at fairly frequent intervals 
to the next man so he can get along with his work. 

The principle involved here is to spread the details as evenly as 
possible over all the days of the month in order to prevent an ac- 
cumulation of work and to come up to the month’s end with only 
the last day’s work to be recorded just as on each preceding day 
of the month you have had to record only one day’s transactions. I 
cannot tell you to-night how each of you will do that, for the 
routine will vary with the industry and with the method of doing 
business. For example, in one office when a sales order is re- 
ceived it is possible to write at one operation the requisition on 
stores, the copy for the sales summary, the bill to the customer, 
the copy for the customer’s ledger clerk, the record for salesman’s 
commission, the bill of lading and the label for the package. Not 
all of you can do that, but each one of you can adopt the same 
policy of making at one writing as many copies as possible to serve 
the several functions of your organization. What that number of 
copies may be will be found by a careful survey of your account- 
ing routine and that of the other departments of the business and 
an adaptation of your forms to permit multiple writing. 

It follows, then, that if each day’s transactions are recorded on 
the following day, you will come to the office on the morning of the 
1st with only the details of the preceding day to be written up to 
make the month’s record complete. 


You must work overtime: 


But you will say, this sounds very well, but when you are closing 
your books on the 2nd how can you also be writing up the trans- 
actions of the rst? You cannot if you are not going to work over- 
time on the first five days of the month, and if each member of 
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your organization is required to work to the limit of his powers on 
every day of the month in order to keep up with his allotment of 
the current detail. Overtime at the end of the month will probably 
be the lot for most of us. This being so, there should be the com- 
pensation of being able to do the current work day by day without 
pressure. That is a part of your problem in planning your day to 
day detail. Let each man’s share be well within his capacity to 
handle in a normal manner. Do not expect him to work constantly 
to the limit of his physical powers. You will have to call on him 
occasionally to do extra work when a fellow employee is absent on 
account of illness, accident, being married or any one of a score 
of legitimate reasons which you all know well. So do not require 
too much of him regularly, in order that he may have the time and 
strength and will to extend himself in an emergency, and in recog- 
nition of his regular end-of-the-month overtime see that he gets 
every holiday, an occasional special day and a full two weeks’ 
vacation. 


Get in the end of the month details: 


Again, some one may ask about the purchase and expense bills 
that do not come in until the 5th or roth of the following month. 
You have available a copy of the purchase order with the price of 
the commodity or stated charge for the service rendered. You can 
write up your voucher record from that. 

Just before the end of the month have your purchasing depart- 
ment go over the purchase orders which have been filled but for 
which vendor’s bills have not been received, and prepare memo- 
randum bills therefor, based on the quantity of goods received and 
the unit price stated in the purchase order. If perchance some de- 
tail is lacking, either get it from the vendor by telephone or 
estimate it. Such missing detail should not be the unit price to be 
paid for the commodity or service. Have the purchasing depart- 
ment stamp or write on the paper which they retain that a 
memorandum bill has been vouchered so that when the vendor’s 
regular bill comes in it will not be vouchered again. Pass these 
memorandum bills through your voucher record, thus completing 
your accounts for the month. 

Of course, you will not pay these memorandum bills. When the 
vendor’s regular bill comes in, the purchasing department will pass 
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it through the regular routine and in due course it will come to 
your department. The supporting papers will apprise you that it 
has been vouchered. You will attach the memorandum bill to it, 
thus preparing it for payment by the treasurer. If the regular 
bill shows a variance from the estimated amount that was passed 
through your accounts, the difference can be entered in the follow- 
ing month without distorting the accounts, either by entering the 
excess in the voucher record or by making a journal entry for the 
necessary credit. 

Bear in mind that absolute accuracy in every detail is not at- 
tainable ; that closing the books on the 5th of the month is only 
the means to attaining an objective whose advantages far out- 
weigh the fancied importance of having an exact demarcation be- 
tween the expenses of one month and those of the following month. 
The possible error you may have to make to attain this objective is 
relatively of no importance whatsoever. 

Some of you are thinking of your payrolls. You represent many 
different ways of handling the charge for labor. Some of you pay 
weekly, some every two weeks, some on the 15th and 3oth of the 
month. In addition you have a monthly salary list. Some of 
you charge only the payrolls paid during the month, or the com- 
pleted labor periods; others split the payroll period ending after 
the 1st of the month, charging part to the past month, the balance 
to the next month. 

I have two suggestions to offer. 

The first is, to distribute your payroll work over the pay period 
as we have already discussed for other work, instead of letting it 
accumulate at the end of each payroll period. This may mean a 
daily computation and distribution of workers’ earnings. By thus 
accumulating the daily totals you will have the accrual at the end 
of the month with which to close your books. 

The other suggestion is that you anticipate calendar reform and 
adopt a four-weeks month and a thirteen-months year for your ac- 
counting. Calendar reform is bound to come, for the continuance 
of our antiquated calendar is too burdensome for modern business. 
Help to speed its reform by making use of the natural month. 

To accumulate the cost of goods sold should be no more difficult 
than to accumulate other costs and expenses daily. It calls for 
coordination of the sales, shipping and stores records. Every ship- 
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ping document for which you render a sales invoice should bring 
with it to your office a corresponding stores record from which you 
will credit the store and compute the cost of the goods sold. Do 
not leave the work of proving your stores credits against your sales 
record until the end of the month. Do it for every shipment. 

Ordinarily the cost of goods sold results in only a credit to 
stores. Quantity and price are available for your calculation. If 
your accounting system compels you to wait until after the end of 
the month to determine the unit value of goods in stores from 
which the month’s shipments were made, then your system is not 
up to date and you will have to revise it before you can go ahead 
with your plans to close the books on the 5th of the following 
month. You should know at all times what is the unit value of 
each item of your product and what it is costing you to make it— 
not be groping in the dark and possibly running the risk of learn- 
ing too late that you have not earned an adequate margin of gross 
profit or that you may indeed have made a loss on your sale. 

I recognize that in a business having even the most highly: de- 
veloped cost system there may be some job-order costs. Even 
these need not delay your closing on the 5th. You have a work- 
in-process ledger for these. You post the charges to it daily and 
bring down daily totals in the same manner that you enter your 
sales daily in the sales summary and bring down its totals. When 
the job is completed, you charge it with departmental and general 
burden at standard rates, and, lo, you have the cost calculated on 
the day after the job was completed and the goods shipped. 

If you have the problem of partial deliveries on uncompleted 
job orders and deem it desirable to take up the profit on the partial 
delivery, you will estimate it in the same way that you would if 
you were to close the books as late as the 20th. With your daily 
posting to the work-in-process ledger, the data required for this 
estimate are available. Of course, it is preferable that the amount 
billed to the customer for a partial delivery shall be carried as a 
deferred credit until completion of the order unless standard goods 
are being made. 


The end-of-the-month routine: 


We have thus planned and carried out our procedure during the 
month and now come down to its end. We will assume that it is 
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September 30th. Before any one of the accounting staff leaves 
the office he will have done his share of the work of recording all 
the transactions of the 29th. You and your assistants—heads of 
departments—will have seen that all reports from outside offices 
that should be in hand at this time are in hand, or have made note 
of any missing one so that you can check up on tomorrow morn- 
ing’s mail to see that it has come in. You will also have inspected 
the records of the home office and factory and satisfied yourself 
that everything is up to date. 

On the morning of October Ist, each member of the staff be- 
gins his work on the transactions of September 30th. You receive 
a memorandum of the reports that have been received by mail, air- 
mail, telegraph, cable and radio from outside offices, bring up to 
date your notations of missing items and set one or more of your 
assistants to work calling the delinquent offices and getting the 
missing data. Then you, with other assistants if your office is very 
large, set to work checking up on all work that is being done in 
the home office to satisfy yourself that the original records of the 
month’s transactions, sales, expenses, etc.,—are complete and ready 
to be recorded. This may sound as though it can be done in a very 
few minutes but experience has shown that it really is a work of 
hours—following up the regular routine transactions, following up 
memoranda made during the month of special transactions that 
should have been recorded and of special conditions that must be 
reflected in the month’s reports, going back to the original record 
of apparently missing items, getting copies thereof, tracing them 
through the recorded items to assure yourself that they have in- 
deed been left out. Your bank accounts are being reconciled. 
When the day’s billings for sales have been made, the accounts re- 
ceivable ledger clerk or clerks will take off their trial balances and 
agree them with the control account or accounts which will have 
been posted by other clerks. The unpaid vouchers will be listed 
on a listing machine and agreed with the control account. These 
agreements are not essential to closing the books for the balances 
in the control accounts which enter into the balance sheet are ordi- 
narily correct, disagreement with the subsidiary ledger usually 
being found to be caused by errors in the details of the latter 
record. However, the days following will be ones of high pres- 
sure and if the agreement of subsidiary ledgers can be had on the 
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evening of the 1st of the month, it should be done. On the 2nd, 
and 3rd and 4th of the month, we have to do not only the rest of 
the work of closing the accounts of the month but we must also 
record the transactions of the current month. You see, we are 
working to avoid piling up work at any time during the month. 

Therefore, on the 2nd our heavy work really begins. We have 
the transactions of the Ist day of the month to record, of course, 
and you must make your final postings for the previous month. It 
is possible that there are yet some details of the 3oth or earlier of 
the previous month to be recorded. Your line of procedure is 
quite clear. Let everyone who has anything to do with closing 
the accounts for the preceding month do it—get together the mis- 
sing details, record them properly, enter them on summaries, bring 
down the final totals and post to the general ledger, and neces- 
sarily bring down the general ledger footings. If there is yet any 
delay or difficulty about getting a complete record of the preceding 
month, set one or more competent persons at work on this. 

As each man finishes his work on the preceding month’s account, 
let him then and not until then take up his regular work of record- 
ing the transactions of the 1st day of the present month. It will 
be understood that he will work overtime on it and will also help 
with the regular work of any one who has been delayed in his 
part of closing the preceding month’s record. Overtime is hard 
work but it is the lot of the accountant. 

If you are operating a standard cost system—lI hope all of you 
do—you will have had the problem of determining the variances 
from standards. This will have called for the same kind of plan- 
ning, namely, to record and accumulate daily the details on which 
at the end of the month you will compute your standard charges 
to work-in-process. Your end-of-the-month procedure then will 
be this. On the first, post the details of the transactions of the 
30th and bring down the totals for the month. On the 2nd, cal- 
culate the amounts of the standard charges. After the actual 
amounts have been compiled, probably late that day or early in the 
morning of the 3rd, post them to your standard summary, bring 
down the variances and post them to the corresponding general 
ledger accounts. 

Let me touch briefly on another record on which there is a like 
major operation after the end of the month, to emphasize not the 
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method of handling it but the necessity of holding fast to your 
principle of closing your accounts as of the last day of the month. 
This is the calculation of salesmen’s bonus when the rate of com- 
pensation increases with the volume of business done. You know 
how the sales manager wants to encourage his salesmen and ar- 
ranges to have the books kept open for one, or two, or three or 
more days after the end of the month in order that a worthy mem- 
ber of his staff may have the benefit of deals on which he has been 
working long but which he unfortunately does not close until it is 
too late to get it in the month’s business. To reopen the books 
after they have been closed means not only additional work but the 
possibility of introducing errors into your closing entries. To 
hold the books open until all such possible deals have been reported 
makes it impossible to get out your statements on the 5th of the 
month. 

The situation calls for the utmost diplomacy. Your objective, 
an immediate closing, is just as beneficial to the company you rep- 
resent as is the sales manager’s desire to encourage his men. 
Therefore, you can afford to be as firm as he will be, but per- 
suasively firm where he will be dictatorial. In your first encount- 
ers, it will be well to try to bring him to your point of view, to 
understand the importance of the early closing, in order to discour- 
age his too freely and too frequently asking you to disarrange your 
plans. 

After all, you can grant his wishes without in the least chang- 
ing your procedure. Go ahead with your closing based upon the 
transactions recorded in the regular order., On the side, calculate 
the salesman’s commission after adding the details of the extra 
deal or deals, and make a journal entry crediting the additional 
compensation thus computed as an expense of the following month. 
Be sure, however, that the extra deal itself does not get into the 
next month’s records or the salesman will be paid twice for it. 

The 3rd day of the month is the crucial day of the period. On 
that day it is determined whether you have your organization and 
its work so well in hand that you can get out your report on the 
5th of the month. Your schedule calls for the last posting to the 
general ledger and the bringing down of its last footing to be done 
on the 2nd. The only thing scheduled for the 3rd is the taking of 
a trial balance by the general ledger clerk. Everybody else is ex- 
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pected to do his regular work on the transactions of the 2nd day 
of the month. 

Of course, it is not a whole day’s work to take off the general 
ledger trial balance. The rest of the day is left for either or both 
of two things—the first, to do any work on the preceding month’s 
accounts that you were unable to do on the 1st and 2nd; the sec- 
ond, to find any error which may be disclosed by the trial balance. 
You probably know from your own bitter experience how much 
time is needed to cover either of those conditions, and you un- 
doubtedly know quite as well as I do what to do to find the error 
in the trial balance. 

With respect to missing details of the preceding month, if any, 
you will already have made your plans of what to do and who 
shall do it to bring in those details, and you yourself will be right 
in the midst of the work, for if you come up to the 3rd day with 
your general ledger not posted, you may have a long, heart-break- 
ing day’s work. There will be one consolation in it, however, that 
you will have learned what detail of your program is incomplete 
or defective and can take measures to remedy it so you will not 
have a repetition of the delay next month. 

On the 4th of the month you have clear sailing. From your 
trial balance you draw off your balance sheet and profit and loss 
statement and write such comments as may be in order. 

A few words about the form of the balance sheet. In this as 
in every other detail of your work, thought has been given to a 
maximum reduction of labor. Your accounts in the general ledger 
are arranged in the order in which they appear in your statements 
—assets first, then liabilities, then trading or service income as the 
case may be, operating expenses, other income and deductions from 
income. In each of these groups, also, the accounts are arranged 
as they appear in your statement, cash, notes receivable, accounts 
receivable, etc. If an item on the statement is represented in the 
ledger by two or more accounts, they are together so that their 
amounts may be added on the trial balance. Furthermore, you 
have a loose-leaf ledger so that if you must open a new account it 
can be placed in the ledger so that it may be entered in its proper 
place on the trial balance. 

By the evening of the 4th of the month, the draft of your re- 
port is ready. The conditions and requirements of each of you 
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and your business will dictate whether you will have it typed or 
printed during the night in order that it may be ready for distri- 
bution early the next day, or if you can give the draft to the typist 
or printer on the morning of the 5th. 

Now, is it not easy? All you have to do is to set your heart on 
closing the books on the 5th of the month, plan the details of 
recording the month’s transactions, sell the plan to your organiza- 
tion, and then see that each detail is done on time. I agree with 
you that while it sounds easy, it is in reality a task that calls for the 
utmost expenditure of effort, and one that taxes both the physical 
and the mental being. 

But is it not worth the effort? Our subject does not call for a 
discussion of the advantages of closing the books on the 5th of the 
following month, but I cannot close this paper without giving you 
the encouragement of reviewing at least briefly some of the bene- 
fits you and the business you represent will derive from that early 
closing. 

First and not the least in importance is the satisfaction you will 
get not alone in having been able to close the books so early but in 
placing the results so promptly in the hands of the officers and 
directors. It is the use that they make of it, or rather the aug- 
mented control which the early closing gives the directors that 
makes it worth while to close the books early. The earlier the re- 
port is in the hands of the management, the better use they can 
make of it. 

The monthly financial statement is not now merely a report that 
shows whether or not the business has made money. Once man- 
agement was satisfied to know that fact alone. Now it wants to 
know the full detail of how a profit was made or was not made— 
if the volume of business is normal, if thé normal percentage of 
gross profit has been maintained, if each and every class of ex- 
pense has been kept within a reasonable limit commensurate with 
the volume of business done, which line of product is proving 
profitable or unprofitable—an almost endless list of details in which 
the management has a vital interest. And why is it thus interested? 
In order that it can correct conditions that are at fault or check a 
tendency toward extravagance or inefficiency. That being so, do 
you not see how much more effectively the management’s control 
can be exercised if the data on which that control is to be applied 
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is in its hands on the 5th of the month rather than on the 25th, or 
the 2oth, or the 15th, or even the roth? 

So go ahead with your plans to close on the 5th of the month, 
and carry out your plans, with the knowledge that the expenditure 
of time and effort is worth its cost. 
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